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insurer or a specialist reinsurance office to accept similar, greater,
or perhaps smaller amounts of the risk concerned, on identical
terms. When cover is required, a slip giving details of the risk
may be prepared which the reinsurer may initial with a note
of its acceptance. The details may subsequently be confirmed
by a formal request note for reinsurance, in exchange for which
a take note may be issued by the reinsurer. In order to save
time, however, a reinsurance may be placed over the telephone
and formal request and take notes may not be used. After the
issue of the original policy, a specification setting out a brief
summary of the policy is sent to the reinsurer, when the latter
prepares a stamped guarantee policy.

In any event, this method of reinsurance is cumbersome when
an insurer transacts a considerable volume of business. It is
not greatly used in third party insurance, except for the pur-
pose of relieving the strain under an obligatory reinsurance
treaty (described below), as may happen when a particular risk
is unusually large or considered heavy for one reason or another,
so that it is excluded from the scope of the insurer's obligatory
treaty. Another illustration may be found in reinsurance of
catastrophe risks, such as those associated with fire and explo-
sion.

Treaty Reinsurance

In order to save clerical work and the expense inseparable
therefrom, the direct insurer may enter into an obligatory agree-
ment with another insurer or with a specialist reinsurance office
(usually termed a reinsurance treaty) to reinsure business on a
quota share, surplus or excess of loss basis. By this means accept-
ance by the reinsurer is obligatory and automatic; request notes,
take notes, specifications and other routine necessities of the
facultative method are avoided. At the same time, immediate
protection is available from the moment any risk is accepted.
Abridged details of each risk ceded and of each alteration to a
current reinsurance may be advised to the reinsurer by means
of a bordereau, but there is a growing tendency to give less and
less information to the reinsurer who places complete reliance
on the underwriting policy of the direct insurer. In fact, the
" blind " treaty is now common, under which the reinsurer is
merely advised periodically of premiums and claims.

Quota Share. When an insurer begins to transact third party
business or while a third party account is small, it is often the
practice to enter into a treaty in which the reinsurer automati-